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CZECHOSLOVAKIA (CSSR) 
SUMMARY 


During 1976, the first year of the Sixth Five-Year Plan, Czechoslovakia 
registered slow growth but little apparent progress in solving the 
persistent problems troubling her economy. Trade with the CEMA countries* 
as a group was almost balanced, but the deficit with non-Communist countries 
grew significantly. US exports to the CSSR soared, due both to large grain 
shipments and to a less spectacular rise in sales of manufactured goods. 
Although bilateral political problems hinder trade expansion, 1976 demon- 
strated that American suppliers can expand their share of Czechoslovak 
imports from the West. Best export prospects for US firms include 

high technology items and know-how which will help Czechoslovak industry 
meet Plan objectives. These prospects include EDP equipment, process 
control instrumentation, electronics, equipment for the chemical and 
plastics industries, and machine tools. US exporters are invited to 

make use of trade promotion services offered by the American Embassy 

in Prague and the U.S. Department of Commerce. 


*Bulgaria, Cuba, German Democratic Republic, Hungary, Mongolia, 
Poland, Romania, USSR. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Slow Growth, Persistent Problems as Sixth Five-Year Plan Begins 


During the first year of the Sixth Five-Year Plan (1976-80), Czecho- 
slovakia's centrally planned economy achieved modest growth rates but 
made little progress in resolving certain persistent, serious problems. 
Although it is one of the most industrially advanced nations in Eastern 
Europe and enjoys a relatively high living standard for the Communist 
world, the Czechoslovak Socialist Republic (CSSR) registered one of 

the area's lower growth rates last year. 


Industrial output increased by 5.5 percent, compared to 7.0 percent 

in 1975. Capital investment rose 5.2 percent, down from 7.9 percent 
during the final year of the Fifth Five-Year Plan. National income, 
perhaps the most significant economic index, grew 4 percent in contrast 

to 6 percent the previous year. Official reports state that output rose 

in all major branches of industry. The fastest growing sectors were: 
engineering, 8.9 percent; chemicals, 8.6; glass, porcelain and ceramics, 
7.6; and wood-processing and building materials, 7.4. Output of several 
key products (crude steel, automobiles, chemicals, fibers, paper and 
cement) registered smaller percentage increases than in 1975. However, 
output of plastics rose 24 percent in 1976 (9.8 in 1975), and the increase 
in electricity generated was marginally higher in 1976 (5.8 percent) than 
in 1975 (5.7). Agricultural production fell 2.7 percent (the 1975 decrease 
was 0.7 percent), largely due to a serious drought. The average industrial 
wage rose 3.2 percent (3.5 in 1975), while retail prices for many staple 
commodities were again held at roughly 1970 levels thanks to large govern- 
ment subsidy payments. 


Perhaps the key, though hardly unexpected, economic development of 1976 
was the apparent lack of significant progress in remedying several crucial 
problems troubling Czechoslovakia. As a resource-deficient industrialized 
country, the CSSR is highly dependent on imports of raw materials and 
capital goods, the cost of both having risen dramatically in recent years. 
The CSSR pays for these essential imports by exporting finished goods 
which generally have not risen as rapidly in price. Czechoslovak figures 
for 1976 (see below) show that, while her trade with CEMA (COMECON) 
partners moved toward balance, her deficit with hard currency countries 

as a group continued to rise substantially. Among other things, this 
indicates the continuing difficulties her exports face in competing in 
non-Communist markets. This trend, in turn, reflects the familiar 
problems which plague Czechoslovakia's economy: aging industrial plant, 
low labor productivity growth rate, high wastage of fuels and other 
imported raw materials, chronic shortage and misallocation of manpower, 
production bottlenecks and marketing difficulties. Moreover, for a 
relatively small nation of 15 million people, the CSSR produces an 





enormously diversified range of industrial products, denying her greater 
scale economies and fuller benefits of specialization. 


Foreign Trade: Good News for CSSR in the East, Bad in the West 


Czechoslovakia's trade in 1976 with other Communist ("Socialist") countries, 
which collectively account for roughly two-thirds of her imports and exports, 
moved toward approximate balance after two years of large deficits. Total 
exports to these countries rose by 16 percent while imports from them 
increased by only 10.5 percent. This was welcome news for CSSR officials 
since Czechoslovakia was seriously affected by the large rise in Soviet 

oil prices in 1975. However, the Czechoslovaks are still concerned about 
balancing their CEMA trade because prices of oi] and other imports are 
expected to continue increasing faster than prices of CSSR exports. With 
non-Communist countries as a group, Czechoslovakia's trade deficit con- 
tinued to grow significantly. Imports from capitalist and developing 
countries (mostly paid for with hard currency) increased 10.2 percent 

but exports to those markets grew a mere 1.4%,far below Western inflation 
rates. Czechoslovak officials publicly blame the recession in the West 

for this poor export performance. However, another key factor in this 
negative trend was undoubtedly the steady erosion of the international 
competitiveness (in terms of quality, design, delivery times, marketing, 

and spare parts availability as well as price) of many Czechoslovak goods. 


Trade with the US: CSSR Imports Soar as Exports Stagnate 


According to preliminary Czechoslovak data, exports to the US increased 

by 12.8 percent while imports rose 84.4 percent. Comparable US figures, 
which do not cover precisely the same transactions and omit some tran- 
shipments which are reflected in CSSR data, show increases of 3.7 and 
181.0 percent respectively. Both sets of figures indicate that the 1976 
drought caused a dramatic spurt in CSSR imports of grains and that the 
growth rate for Czechoslovak exports to the US was sluggish. Available 
Czechoslovak data are not disaggregated. However, US statistics show that 
exports of American manufactured goods rose by about one-third whereas the 
level and mix of Czechoslovak exports changed little (with sales of foot- 
wear, steel wire rods, machine tools, glass and hams rising and textile 
machinery, steel pipe, printing machinery and motorcycles falling). 


Normally, agricultural products (e.g., soybean meal and oilcake, hides, 
tobacco, sunflower seeds, peanuts) account for roughly two-thirds of US 
exports to Czechoslovakia. This share rose further in 1976 due to drought- 
induced sales of corn, wheat and other grains. Nevertheless, non-agri- 
cultural exports also increased from $16.6 to $22.4 million despite the 
CSSR's shortage of hard currency. Major US manufactured exports included: 
computers, including peripherals and parts; other office machines; lifting 
and loading machinery; scientific instrumentation and process control 
equipment; videotape and sound recorders; tractors; mining and construc- 
tion equipment; organic chemicals; and communications equipment. 





Despite the surge in US exports to Czechoslovakia in 1976, various 
political obstacles create major uncertainties regarding bilateral trade 
expansion. Two provisions of the US Trade Act of 1974, in particular, 
are frequently cited by CSSR officials as blocking the path to trade 
"normalization". Section 408 (the "Long-Gravel Amendment") in effect 
denies to Czechoslovakia specifically any benefits of the Act, including 
Most Favored Nation tariff treatment, until a settlement of the long- 
standing gold/property claims issue is negotiated on terms acceptable 

to the US Congress. Section 402 (the "Jackson-Vanik Amendment") links 
normalization of US trade relations with Czechoslovakia, the Soviet 
Union and other countries to their emigration policies. Any efforts 

in Washington to amend the Trade Act could have important repercussions 
for US trade with the CSSR. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Increasing the US Share of Czechoslovak Imports 


As the results of 1976 indicate, American exporters of agricultural 

and manufactured goods can increase their sales to Czechoslovakia signi- 
ficantly even before various bilateral political issues are settled. 

This requires, of course, hard work and a deep knowledge of CSSR import 
needs and of the way Czechoslovak organizations go about purchasing in 

the West. Competition from Western European, Japanese and other suppliers 
is keen, and many of these competitors are well entrenched in the Czecho- 
slovak market. The shortage of hard currency, the CSSR's reluctance to 
borrow in the West and the growing official insistence on industrial 
cooperation agreements (including compensation arrangements, counter- 
purchase deals, etc.) create problems for US firms. Nevertheless, US 
products, and especially American technology and know-how, enjoy very 

high reputations in Czechoslovakia, which has a very long tradition as a 
technologically advanced, industrialized nation. Individual US firms can 
expect to increase their sales to Czechoslovakia if they have products 
that serve the objectives of the Sixth Five-Year Plan and if they actively 
promote these products in accord with established practices. 


Impact of the Five-Year Plan and Representative Offices Option 


Significant sales opportunities are created by the Sixth Five-Year Plan, 
which lays heavy stress on rationalizing Czechoslovak industry through 
imports of Western technology and capital goods. Overall industrial 
production is to go up 33 percent during the 1976-80 period. The Plan 

gives top priority to bolstering export capabilities, improving output 
quality and production efficiency and reducing consumption of raw materials, 
especially energy. Special emphasis is laid on strengthening the engineering 
and chemical/petrochemical sectors. Industries which have a special tech- 
nological advantage or domestic raw material base will also be expanded. 

Due to the chronic manpower shortage, greater automation is also envisaged. 





To develop these opportunities, Western firms are now allowed, as a 

result of a Czechoslovak initiative under Basket 2 of the Helsinki Final 
Act, to open representative offices in the CSSR subject to certain condi- 
tions. Approval to open such offices was granted to about 20 European 

‘and Japanese firms in 1976, but the scarcity of skilled personnel, office 
space and living quarters as well as the existence of various administrative 
problems have limited US business interest in this option to date. 


Best Prospects for US Exporters 


CSSR officials have stated that over $3 billion will be spent in the West 
for goods and technology during the Sixth FYP. Czechoslovak importers 
(i.e., the Foreign Trade Corporations which have monopolies on foreign 
trade in given sectors) are generally allowed to purchase Western manu- 
factured goods for hard currency only when comparable, although not 
necessarily identical, items are not available domestically or from 

sources in other CEMA countries. Despite strong West European and Japanese 
competition, American suppliers of high technology products and know-how 
enjoy particularly bright sales prospects. 


Prospects are best for those items which will help Czechoslovak industry 
meet the objectives of the Five Year Plan and cope with the problems 
already mentioned. Electronic data processing equipment, process control 
instrumentation, industrial electronics, equipment and related know-how 
for the chemical industry and numerically controlled machine tools are 

all promising. Other good prospects include food processing and packaging 
equipment, plastics production machinery, pollution monitoring and control 
equipment, materials handling and transfer equipment, industrial controls, 
medical and surgical equipment, advanced metallurgical technology and 
sophisticated office machines. Big ticket turnkey projects present sales 
possibilities in certain selected sectors, most notably petrochemicals, 
pulp and paper, but generally US exporters can find more opportunities 

in more modest Czechoslovak plans to modernize or expand existing plants. 


Consumer goods do not, as a rule, offer good prospects. However, there 
is increased official interest in labor-saving devices and services for 
the home because of the importance of working housewives in the labor 
force. Agricultural machinery and irrigation equipment generally are 
not potential sales items for American suppliers because of CEMA substi- 
tutes, but special exceptions may exist. Equipment for construction and 
coal mining, automated equipment for rolling mills and major items 
related to oil and gas pipelines are also promising. Czechoslovakia 
hopes to improve its export capabilities by purchasing licenses for 
advanced Western production technology for those industries emphasized 
by the Plan, and this flow of technology can also generate sales of 
equipment. 





Assistance to US Exporters Strengthened 


The American Embassy in Prague and the U.S. Department of Commerce 
carry out an active program to help US firms export to Czechoslovakia. 
The Embassy has recently established a new Business Facilitation Center 
to provide additional services for visiting American businessmen. For 
example, business visitors can now arrange to make sales presentations 
to small groups in the Center, using slides, movies or videotapes. 
Commercial reference materials have also been expanded, and other 
services are provided. In addition, Commerce's Bureau of East-West 
Trade organizes several Technical Sales Seminars each year which visit 
the CSSR to stimulate buyer interest in the latest advancements of 
American industry. Commerce and the Embassy also participate in other 
trade events in Czechoslovakia. The most notable is the Brno Engineering 
Fair in September. American businessmen interested in any of these 
activities are invited to contact Commerce's Bureau of East-West Trade 
in Washington or the Embassy. 





KEY ECONOMIC INDICATORS 


All values as stated. Average official exchange rate in 1976 


US $ 1.00 = 5.775 Czechoslovak crowns (Kcs) ; 


in 1975, $1.00=5.58 Kes; in 1974, $1.00=5.84 Kcs 


Item Physical unit or 1974 1975 1976 


value 


% change 1975/76 


INCOME, PRODUCTION, EMPLOYMENT 


National Income 

Per Capita (NI) 
Capital Investment 
Avg. Industrial Wage 
Labor Force 


BASIC INDUSTRIAL OUTPUT 


Electricity 

Crude steel 
Plastics (PVC, 
polyethylene, etc.) 
Chemical fibers 
Private autos 
Cement 

Paper 


billion Kcs 

Kes 
million Kcs 
monthly Kcs 
mil. workers 


mil. kWh 
1,000 t 


1,000 t 
1,000 t 
units 

1,000 t 
1,000 t 


FOREIGN TRADE (Czechoslovak data) 


Imports: 
Total 


Socialist countries 


Non-socialist 

From U.S. * 
Exports: 

Total 


Socialist countries 


Non-socialist " 


fo U.S. * 


(U.S. Data) 


Export to CSSR * 


Imports from CSSR * 


Balance 


mil. Kes 


iii 


345 
231.5 
117.7 
2,290 
Ved 


56,026 
13,640 


389.8 
132 
168,701 
8,967 
659 


366 
246.37 
127 
2,370 
7.1 


59,238 
14,323 


428 

140 

175,411 

9,305 
761 


50,667 
35,176 
15,491 

755 


46,906 
33,442 
13,464 

180 


52.9 
35.1 
17.8 
(US) 


381 
254.4 
134 
2,447 
7.1 


62,688 
14,693 


530.6 
147.3 
179,094 
9,552 
832 


55,936 
38,869 
17 ,067 
1,392 


++++ 


52,441 
38,793 
13,648 

203 


++++ 


148.7 
36.4 

+ 112.3 
(US) 


+ + 


Footnote: * The apparent discrepancy between U.S. and Czechoslovak bilateral trade data 
(when the latter are converted at official parity) results from various factors, 
including transhipments. Much of what the CSSR buys from the US goes via West 
European ports and appears as West European imports in US data but correctly 

as Czechoslovak imports in CSSR statistics. 
Statistical Year book CSSR; Federal Statistical Office Report on Economic 
Development and Plan Fulfilment in 1976; US Dept. of Commerce data. 


Sources: 
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